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the falling price of silver, the Government of India were
again faced with growing financial difficulties. In 1886 the
Income Tax was reimposed. In 1888 the duty on salt was
increased, and an import duty was laid on petroleum. Expendi-
ture on productive public works was curtailed, the Famine
Grant was stopped, and revenue assignments to the Provincial
Governments were considerably reduced,1
In spite of all these measures for the restoration of the
financial equilibrium by increased taxation and reduction of
expenditure, the position continued to be unsatisfactory, and
in   1894,   the   Government  being faced  with  a  deficit  of
Rs. 3! crores, the financial situation became quite acute. The
Herschell Committee on Indian Currency, which had sat in
1892 to examine the causes and suggest remedies for the
depreciation of the rupee-sterling exchange, had reported that
of all alternative measures for fresh taxation, customs duties
would be the one least likely to excite opposition in India*
The  Government  of India welcomed this  suggestion  and
enacted a Bill levying a general 5 per cent duty on all imports
except cotton goods and doubling the duty on petroleum. The
omission of the cotton goods from the new tariff was due to the
refusal of sanction by His Majesty's Government, and excited
much strong criticism in India.2 The new duties, however,
proved insufficient to fill up the huge gap between the revenue
and the expenditure of the Government of India. The Secre-
tary of State for India, therefore, intimated his readiness to
waive his objection to the imposition of cotton import duties,
provided that there was either an exemption for those imports
which competed with Indian manufactures or, in the alterna-
tive, there was a countervailing excise duty levied on the latter.
In  accordance  with  these  directions   the   Government  of
India, in December, 1894, enacted two measures under which
the following tariff changes were introduced: (a) a 5 per cent
import duty on all cotton piece-goods, and on all yarns above
1 Financial Statement, 1884-85 to 1893-94.
4 Proceedings of the Governor-General's Legislative Council, March, 1894.
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